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(vi) 	Costs of contributionsorotherpaymentsto 

politicalparties,candidates,ororganizations

shall not be allowed. 


(viii)Exceptaslimitedbelow,anyreasonablecost 

incidental to and including, the cost
of the sale, 

purchase alteration, construction, rehabilitation 

and/or renovation of a physical plant shall be 

considered allowable up to the amount approved by

the commissioner and the director
of the Division 

of the Budget. 


(2) 	 For any transaction resulting in a changeof 
ownership, the valuationof the asset( s )  shall 
be limited to the lesser of the allowable 

acquisition costof the asset(s) to the first 

owner of record who has received Medicaid 

payment for the asset(s) in question on or 


any
after July 18, 1984, minuspaid
depreciation (i.e., seller's net book value) 
or the acquisition cost of the asset to the 
new owner-
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(b) Costs (including legalfees, accountingand 
administrativecosts,travel costs, andthe 

costs of feasibilitystudies)attributable to 

the negotiation or settlement of the sale or 

purchase of any capital asset (by acquisition 

or merger) for which any payment has previously 


made shall not be
beenunder Medicaid, 

allowable for reimbursement. 


(2) If a facility's real property assets are sold 
or leased, or subject to any other transaction 
whichresults in a net decrease in the real 
property cost toprovider,realthe the 
property cost portion of a facility's rate 
shall be prorated accordingly. For the purpose 
of this section, real property assets refers to 

building and
buildings, improvementsfixed 

equipment. Real property costs are the costs 

directly relatedto realproperty assets. 
.. 

(ix) A facility's annual rental payments for real property 

maybe considered an allowable costsubject to the 

following conditions: 


The lease is .reviewed by and acceptable to W D 
and any other State agency which must by law or 
regulation review and approvereimbursement rates. 

The leaseagreementmust be considered an "arms 

transaction" not involving
length either an 

affiliate, controlling person, immediate family or 
principal stockholder. 
The "armslengthtransaction"requirementmay be 

waived by the commissionerupon application for 

those corporations holding title to the specialty 

hospital's physical plant, created pursuant to the 

not-for-profitcorporation law with the approval of 


commissioner. 


the purposesof this section, affiliate means: 


Withrespect to a partnership, eachpartner 
thereof. 

with respecttoa corporation, each officer, 

director, principal stockholder andcontrolling 

person thereof. 
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(3)With respect to a natural person, each.member 
of saidperson'simmediatefamily or each 

partnership and each partner of such person or 

each corporation in which said person or any 


person is
affiliate of said an officer, 

director, principal stockholder or controlling 

per son. 


For the purposes . ofthissection, "Controlling 
person" of any corporation, partnership or other 
entity means any person who by reason of a direct 
or  indirect ownership interest (whether or record 
or beneficial) has the ability, acting either alone 
or in concert with others with ownership interest, 
to direct or exert a controlling influence on the 
direction of themanagement policies of said 
corporation, partnership or other entity. Neither 
the commissioner, not any employee of the OMRDD, 
nor any member of a local legislative body of a 
county or municipality, norany county or;municipal

official except when actingas the administrator.of 

a facility, shall by reason of his or her official 

position be deemeda controlling person of any 

corporation,
partnership or other entity. .Nor 

shallany person. whoserves asan executive 

director, officer, administrator, principal

employeeorotheremployee of any corporation, 

partnership or other entity or as-a member of a 
board of directors or trustees 'of any corporation 
be deemedto . be acontrolling person of such 
corporation, partnership or other entity solely as 
a result of such .position or his or her official 
actions in such position. 


For the purposes of this section, "Immediate 
family"means
brother, sister, grandparent, 

grandchild, first cousin, aunt or uncle, spouse, 

parent, or child of such person whether such 

relationship arises by reason of birth, marriage or 

adoption. 


For the purposes of this section, "Principal 

stockholder" of a corporation means any person who 
beneficially owns, holds OK has the power to vote, 
ten percent or more of any class of securities 

issued by said corporation. 


The rental amount is comparable to similar leases 

for properties with similar functions in the same 

geographic area. 
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- .. -(i)  If the above c r i t e r i aa r e  n o t  met, reimbursement 

for l e a s ec o s t s  will be determined i n  accordance 
w i t h  section (d) (8 )  (x)  and ( x i i )  . 

(1)Lease opt ions t o  renew sha l lno t  be exercised 

(&I 


withoutreviewandapproval of t h ep a r t i e sl i s t e d  
i n  sect ion (d) (8 )  i x )  (a )  . Such review and dec is ion  
s h a l l  occurwhenever possible  more than 30 days 
beforethelas tda tetheopt ion  may be exercised,  
theda te  of which t h e  f a c i l i t yh a sn o t i f i e d  OMRDD 
i n  accordance with section (d) (8)  ( i x )  (k). 

approval  of lease shall  beRequest for  renewals 
submitted whenever p o s s i b l e  a t  l e a s t  1 2 0  daysprior  
t o  t h el a s td a t e  for theexercise  of t h e  l e a s e  
renewal option.' 

(x) 	Depreciat ionshal l  bean allowablecost when based upon 
f a c t o r s  of h i s t o r i c a l  costs and u s e f u ll i f e  of 
b u i l d i n g s ,  f ixed  and/or .' c a p i t a l  
improvements. For t h e  purposes of t h i s  sec t ion :  

(a) Unless an exception is  made commissioner,by the 
t h e  u s e f u l  l i f e  s h a l l  be thehigherofthe'reported
u s e f u ll i f e  or. those from 'the Useful"Estimated 
Lives of DepreciableHospital(1983 
Edi t ion)  , published by the American Hospi ta l  
Association and ava i l ab le  by. wr i t ing  to the  
American . HospitalAssociation, 840 Lake Shore 

Chicago,- exceptionDrive,  I l l inois 60611. On an 
8,
. d  . basis, a u s e f u l  l i f et h a t  is based upon h i s t o r i c a l  

byexperience as shown documentary evidence and 
approved by OMRDD may be allowed. 

-(b) The deprec ia t ion  method used s h a l l  be t h e  s t r a i g h t  
l i n e  method. : 

- even t  t he  cos t(2) the  tha th i s to r i ca l  t he  
c a n n o t  be adequatelyf a c i l i t y  determined by t h e  

commissioner,an appra i sa lva luesha l l  be thebas i s  
for depreciat ion.  The 
value theapproximating 
s u b s t a n t i a l l y  a s s e t si d e n t i c a l  
qua l i t y ,  and q u a n t i t ya t  
reasonably marketcompetitive 

appra isa l  p roduce  asha l l  
cost of reproducing 

of l i k e  type, 
a p r i c el e v e l  i n  a 

da teas of the  of  
-

, --a 

acquis i t ion.  Such appra i sa lsha l l  
appraiseran approved by OMRDD 

method approved by OMRDD and 
appra i sa l  is also al lowable.  

be conducted by
and pursuantto  a 

the  cost of t h a t  
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c . (xi) Costs related to moveableequipment,furnitureand 

fixtures may be considered an allowable
cost subject to 

the following: 


(5)	Depreciation based upon historical cost of moveable 

equipment, furniture and fixtures is considered an 

allowable cost. Theusefullife shall be the 

higher of the reported useful life, or those from 

the "Estimated Useful Livesof Depreciable Hospital

Assets" (1983 Edition), published by the American 

Hospital Association and available by writing to 
the American Hospital Association, 8 4 0  Lake Shore 
Drive,Chicago,Illinois 60611. On an exception 
basis, a useful life that is based upon historical 
experiences as shown by documentary evidence and 

approved by OMRDD may be allowed. 


The facility shall usethe straight line, double 

decliningbalance or sum of the years digits 

depreciation method. The method
depreciation 

utilized must remainconsistentthroughoutthe 

useful lifeof anasset. 


Lease payments maybe an .allowable cost if t h e  
payments are made under a lease which is an "arms 

transaction" as describedlength in
section 

(dl(8)(ix) 
 (b) 

Anypersonalpropertyandequipmenttransactions 

shall be through a multiple bid process and entered 
into at a fair market valueprice. 

If lease payments are not made pursuantto an "arms 

lengthagreement",allowable costswill include 

allowable.depreciation,theassociatedinterest 

expense, if any, other
and related -expenses, 

including but not limitedto maintenance costs. 




income  gifts  

'. 

t 

.. . 

The loanagreementmust be enteredintobetween 

parties notrelatedthrough.control,ownership,

affiliation, or personal relationship as defined in 

section (d) (8)(ix)(d)  , unless this provision is 
waived by the commissioner. Such waiver shall be 
based on, but not limited to, a demonstration of 
needfortheprogramand cost savings resulting 

from the transaction. 


generated the
Interest income from facility's 

revenues for the operation of the facility shall be 

used to offset interest expense incurred during the 

same reporting period. 


Notwithstandingtheforegoing,afacility is not 

required to use the following to offset' interest 

expense: income earned on qualified pension funds, 


from grants which
or is 
donorrestricted, 'or income earned . i  on secure 
investments pursuant to section (d)(10). 


Interest on working indebtedness
capital in 

accordance with 'standards .contained herein
will be 

considered allowable. In the event that a loan is 

not in accordance with the standards listed above, 

the approval of the commissioneris required, 


(xiii) Costs of relatedorganizations,. other than costs 

incurred pursuant to a lease, rent or purchase of real 
property, may. be considered an allowable cost subject 

_-8.. to the following: 

A "related organization" means any entity of which 

the provider is in control or which the provider is 


to limitations
controlled 'by (subjectthe in 
section (d)(8)(ix)(e) ) , eitherdirectly or 

aindirectly, or where common ownership or 

exists which
financial interest in an entity 


supplies goodsand/or services to the facility. 


The costs of goods and/or services furnished to a 

facility,withinthecourse of normal business 

operations, by a related organization are allowable 

at the cost totherelated organization, or the 

market price of comparable goods and/or services 

available in thefacility's region, whichever is 

lower. 
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Attachment 4.19-4 Part VI1 
for appeal, the providermust demonstrate that theraterequested in the 

isnecessaryto ensure efficientand economic operation ofthe facility. If an 
appeal ?muant to this section is to the ACD rate, the providermust also showthat 
the clients to whom the appeal pertains requirecare for whichthe necessary cost 
of proding client care exceeds theACD rate. 

Level rate revision appeal applications shall be made in writing to the 
commissioner. 

(a) 	 The applicationshall setforth the basis for the appeal and the issues of fact. 
Appropriate documentattion shalt accompany the applicationand OMRDD 
may request such additional documentation as it deems necessary. 

(b) 	 Actions on first level rate appeal applications will be processed without 
unjustifiable delay. 

A rate revised by OMRDD pursuant to an appear shall not be considered final 
unless and until !:he appeal is granted by OMRDD and] approved by the State 
Division of the Budget. 

&j) 	 I f  OMRDO approvestherevision to the rate and State Division of the Budget
denies the revision,the provider shall have no further rightto administrative 
review pursuantto this section. 

rn Any rate revised in accordance with section (d) shall be effectiveaccording 
to the dates indicated in the approval of rate appeal notification. Such..

be sent to the by certified returnn receipt 
requested 
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[(10) If OMRDD denies an appeal to the rate in whole or in part, the facility shall have the 
right to a hearing in accordance with 14 NYCRR Part 602.1 

W. OMRDD's denial of the first l e v e l a D b e a l  of any or a l l  of the relief requested
intheappealsprovided for in this sectton of the state Plan shall be fin& 

the * *  second level appeal to the commissioner in 
writingwithin 30days of notification of denial or proposed revised rate 

u 	Second level be b r o w  and determined in accordma with 
theapplicableprovision of title 14 NYCRR Part a 

0. m e revised by W D D  pursuant to a second level w e a l  &ail not he 
final unless and until approved by the State division of the 

Budget. 

DEC 2 0 1991-



--- - ~- . 

(f) audits 


